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MAINTENANCE BY VETERANS’ ADMINISTRATION OF 
ONE REGIONAL OFFICE IN EACH STATE 


WEDNESDAY, JUNE 3, 1959 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON Hovsina, 
OF THE COMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to notice, in room 356, Old 
House Office Building, Hon. Frank W. Boykin (chairman of the sub- 
committee) presiding. 

Mr. Boykin. The meeting will come to order, please. 

Who is our first witness? 

We will hear from Mr. T. F. Daley, of the Veterans’ Administration. 


STATEMENTS OF T. F. DALEY, ASSOCIATE GENERAL COUNSEL FOR 
LEGISLATIVE SERVICES; R. P. BLAND, DIRECTOR OF LEGISLA- 
TIVE PROJECTS SERVICE; W. R. KOSELUK, DEPARTMENT OF 
VETERANS BENEFITS; P. N. BROWNSTEIN, DIRECTOR, LOAN 
GUARANTEE SERVICE; and E. W. CHRISTENSEN and H. W. FARM- 
ER, AREA FIELD DIRECTORS 


Mr. Dausy. Thank you, Mr. Chairman. 

I am Associate General Counsel for Legislative Services, Mr. Chair- 
man, and with me is Mr. Koseluk, of the Department of Veterans 
Benefits; Mr. Brownstein, the Director of the Loan Guarantee Service; 
and Messrs. Farmer and Christensen, who are area field directors in 
the Department of Veterans Benefits. 

Mr. Chairman, we are glad to have this opportunity of explaini 
to the subcommittee some very important planning and actions wit 
respect to the VA field organization. This will furnish you with 
necessary information, we believe, from which to appraise the bills, 
H.R. 7043 and H.R. 7383, which you are considering today. 

These proposals would amend the law concerning the Adminis- 
trator’s authority to establish regional offices to require that there be 
maintained in each State at least one regional office to receive and 
adjudicate claims for compensation, pension, vocational rehabilita- 
tion, educational or training benefits, loans, loan guarantees, or grants 
to which any individual may be entitled under laws administered by 
VA. No formal report has yet been submitted by the Administrator 
on these bills which have been introduced very recently. 

However, we can say that some of the detailed requirements of 
these proposals would seriously handicap the Administrator in movin 
forward with certain plans for consolidation of functions at the region 
office level, as will be explained by others who are directly familiar 
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with these matters. This problem does not arise from the requirement 
that a regional office be maintained in each State, but rather the 
question whether in each such instance it is advisable and in the 
interests of management to require that each of the functions 
spelled out in the bill be permanently maintained in at least one 
regional office in each State. 

Apart from this, we should of course point out the very basic con- 
sideration that legislation of this kind tends to freeze organizational 
structure and to impair the authority which the Administrator now 
has under the law to adjust organizational structure, functions, and 
activities in the light of program fluctuations and improved techniques. 

With these preliminary remarks, we would like at this time to 
present Mr. WR. Koseluk of the Department of Veterans Benefits, 
who is familiar with the organization planning in which you are imme- 
diately interested and will give you an overall] explanation concerning 
it. Mr. Brownstein, Mr. Christensen, and Mr. Farmer will be glad 
to supply any additional details concerning matters in their particular 
areas of activity. 

With your permission, Mr. Chairman, we will ask Mr. Koseluk to 
make the presentation. 

Mr. Boykin. We will be glad to hear from Mr. Koseluk. 

Mr. Barina. Mr. Chairman, I am just wondering, for the record, 
if I could have this letter sent by Senator Bible, Senator Cannon, and 
myself, to Sumner Whittier, read at this time. I think we can then 
leave it to the testimony of the witnesses. 

Mr. Boyxrn. Yes. 

Will you read it, please, Mr. Patterson? 

Mr. Yd meet Addressed to the Administrator of Veterans’ 
Affairs, dated May 1: 


You are aware that Members of the Nevada congressional delegation have held 
two conferences with members of your staff concerning present proposals of 
your agency to consolidate staff personnel and office duties of the Reno, Nev., VA 
office and the Los Angeles and San Francisco offices. This is with reference to 
the guarantee and direct loan program and the vocational rehabilitation and 
education program. 

Following these conferences, we have studied your agency’s recommendations 
— strongly feel such action is untimely and unwarranted for the reasons set forth 

ow: 

After our first conference, we were supplied facts by letter of April 10 showin 
the decreased number of appraisal requests in the guarantee loan program o 
the Reno office. No reference was given to the direct loan activity of this office. 
We believe it not unreasonable that, in appraising the workload of an established 
office, consideration be given both the guarantee loan and the direct loan activity. 
It is a certainty that both programs create an office workload. 

Your staff advised us this consolidation program was a part of a nationwide 
program which would see curtailment of staff personnel and affect some 14 areas. 

In the House subcommittee hearings on the independent offices appropriations 
bill for 1960, your agency projected an increase in personnel in the guarantee loan 
ag ay pages 818 and 820 of the committee report, over the year 1959. 

our staff advised us that this proposed nationwide office consolidation plan 
would be reflected in your budgetary requests for fiscal year 1960. The above- 
mentioned committee report shows an increased budget request for funds for the 
guarantee loan program for fiscal year 1960 over 1959 requests. 

We were also advised that this nationwide personnel cutback was necessary due 
to the fact that eligibility of World War II veterans to participate in guarantee 
and direct loan programs would end on July 25, 1960, under provisions of the 

resent act. ‘To this observation, we call your attention to H.R. 251 and H.R. 
49, introduced in this session of Congress, to extend provisions of the guarantee 
and direct loan programs. In view of past legislative history concerning the 
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arantee loan and direct loan programs, it is not unreasonable to expect further 
congressional action extending these two acts. 

The guarantee loan program, since its first passage in the 78th Congress, has 
been extended and amended in the 79th, 80th, 84th, and 85th Congresses. The 
direct loan program has been extended by the membership of Congress and execu- 
tive department seven times since the 81st Congress. 

Even though further guarantee loan applications may not be accepted beyond 
the July 25, 1960, deadline, we believe Congress has provided amply for an orderly 
termination of the programs. In Public Law 364, 85th Congress, provision is 
afforded for a cutoff date of July 25, 1960, and at the same time an additional year 
is allowed your agency for a cleanup of business. The same provision is given for 
the direct loan program. 

Since congressional action with respect to extension of these two programs is 
still indeterminable and legislation regarding loan provisions and availability of 
funds for veterans housing is still before the Congress, we believe it is much too 
early accurately to project workloads for VA offices conducting, such business. 
We have information that several hundred applications will be made in the Reno 
office if concressional action is favorable to the programs. 

Additional consideration should be given Nevada solely on the basis that con- 
solidation plans could very easily hamper and complicate service to Nevada 
veterans. One could hardly expect an office workload involving only nine Nevada 
enpeagaee to be comparable to a Los Angeles workload involving over 125 em- 
ployees. 

We cannot agree that the larger Los Angeles office, located some 500 miles 
distant from western Nevada, can offer the type of service that should be rendered 
veterans of our State. History of Lincoln and Clark Counties in southern Nevad. 
now under jurisdiction of the Los Angeles office, bear out that few guarantee an 
direct loan applications have been processed. This area comprises one-half of the 
veteran population of Nevada. It is entirely within reason that poor service 
from the Los Angeles office has discouraged participation in these two programs. 

We have requested present consolidation plans be held in abeyance pending 
action of Congress. e believe this is a reasonable request. 

We have requested consideration be given to inclusion of Lincoln and Clark 
Counties under jurisdiction of the Reno office. We believe this worthy of 
consideration. 

Your staff has assured us that if present consolidation plans are workable action 
will be taken to restore full loan processing authority in the Reno office. It 
appears that. this could result in a waste of tax funds and an inconvenience to 
employees and their families. Would it not be better administrative practice to 
hold up such consolidation until action of this Congress can be determined? 

While the contents of this letter have been directed more pointedly to the 
guarantee and direct loan programs of the Veterans Administration, we have had 
many strong protests from prominent educators and others in regard to the con- 
solidation of the vocational rehabilitation and education program with the San 
Francisco office, and believe that further consideration should also be given 
this matter by your agency. 

In conclusion, we have attempted to evaluate your a mong fairly and can see 
little or no savings in your projected plans nor do we believe your agency will be 
serving the best interests of veterans of our State. 

We request you give immediate consideration to our objections to your consoli- 
dation proposals and advise us further. 

Cordially, 


Signed, “Alan Bible, Howard W. Cannon, Walter S. Baring.” 

Mr. Barina. Mr. Chairman, like the letter states, we met in Sena- 
tor Bible’s office, all three of us, of the Nevada congressional delega- 
tion, and the witnesses made similar remarks as identified there in the 
letter. However, the first time the witnesses came into the office, 
they say, “‘Well, there is not going to be any trouble. We are not 
going to close the Reno guarantee ak office.” 

It kind of took us off balance, because the second time we had the 
witnesses from the VA before us it was just cut and dried that the 
movement was going to go ahead. 

Now, my correspondence from all over the State, from other people 
than just the VA, is very much against this. We feel like it is making 
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a big State bigger and a small State smaller to rob us of this loan office 
in Reno. Reports are coming in from Las Vegas and Lincoln County 
that the service of Los Angeles is not adequate and never has been. 

- Now, if all these duties go from Reno to Los Angeles, and we have to 
wait, we will not get the service in Reno either, whereas the Reno 
Office is capable of taking care of Clark and Lincoln Counties. That 


is the southern end of the State, I will say for the record. The twa 


counties in the south now served by the Los Angeles office could come 
under the jurisdiction of the Reno office very nicely and make the one 


office take care of the whole State. 
' The workload at the time we talked with the gentlemen from the 


VA has not been ascertained yet, although just last week the House § 


put through S. 57, the housing bill, and previously we had be through 


a direct loan for $300 million. Undoubtedly the workload is going to 
increase from here on in. And to tell us that they are on to save 
0 


money by taking the Reno office to Los Angeles by taking four men 
off of Reno and putting four men on down in the Los Angeles office 


seems to us like there is not as much as a nickel saved on the trans- 
action, and causes the State of Nevada a great deal of inconvenience. 


That is the reason why we introduced jointly in the House H.R. 
7043, and the two Senators have a similar bill in the Senate. 


I have since received an answer from the Administrator, Mr. 
Whittier. If you would like to have that in the record, I would place 
it in the record. 

Mr. Boykin. We would like to have that. 

(The letter from Mr. Whittier is as follows:) 


VETERANS’ ADMINISTRATION, 
Washington, D.C., May 15, 1959. 

Hon. Watrter S. Barine, 

House of Representatives, Washington, D.C. 


Dear Mr. Barina: I am forwarding identical letters to Senator Bible and 
Senator Cannon, in respect to your joint letter to me under date of May 1. 

As noted in your letter, it is certainly true that both guaranteed or insured 
Ioans and direct loans create workload in a regional office. We have never 
overlooked this fact. However, there are certain features about direct loans which 
set them apart from guaranteed or insured loans. I will try to brief these features 
in several paragraphs immediately below. 

The Veterans’ Administration home loan program was created in 1944 to provide 
assistance to veterans through the guarantee or insurance of loans made by private 
lending institutions. Direct loans were authorized in 1950, as supplemental 
assistance, but they are available only to veterans living in rural ateas or in small 
cities and towns not near large metropolitan areas, where private capital is not 
generally available for guaranteed or insured loans. We have guaranteed or 
insured throughout the country 5.3 million home loans made by private lenders, 
out of the grand total of more than 5% million of all types of guaranteed or insured 
loans. By comparison, the national total of direct loans made is only 130,000. 
_. Thus, the Veterans’ Administration home loan program is made up principally 
of guaranteed or insured loans and not direct loans. The actual number of 
direct loans that can be processed is subject to the limitation of funds available. 
For the country as a whole, we are now authorized $150 million per year, plus 
gh repayments on outstanding loans. We have already allotted most of 
he money available for loans during this fiscal year. Any further allotment of 
funds will be little more than a token distribution, in view of the relatively small 
amount available. 

In the area served by the Reno office, we have made 540 direct loans between 
the beginning of the program and the end of March 1959. By comparison, the 
cumulative total of loans guaranteed or insured in the same area through weer 
1959 was 3,480. Thus, direct loans have accounted for approximately 13 percen 
of all the home loans made or guaranteed in the Reno area by the Veterans’ 
Administration. This is in marked contrast to the national picture, in which 
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direct loans amount to onk sligh tly better than 2 loans made 
or guaranteed by the Veterans ‘Administration. ofall. 

In this same genera) connection, we should also note that in terms of overall 
workload about 14 percent of all manhours in loan guarantee activities across the 
country were devoted to direct loans in fiscal year 1958. The same distribution 
is estimated for this fiscal year and slightly less for fiscal year 1960. Of course, 
this is directly related to the fact that we process direct loans at a level of about 
95,000 per annum, due in the main to the limited funds available. bey 

Direct loans are not of such magnitude as to cause them 10 be predominant 
factors in organizational planning. Our plans must recognize that presently, 
and in the future guaranteed or insured loans actually constitute and will constitute 
- rae home loan program and our determinations must be consistent with 
that Tact, 

In other words, we do not believe organizationa) planning could be justified, 
primarily in terms of present or prospective direct loan volume. For example, 
in calendar year 1958, the Reno office closed and fully disbursed 64 direct loans, 
or on an average, 5 per month. The outlook for this year and 1960 is that loans 
will be made in about the same numbers. 

The foregoing, of course, emphasizes the minimal workload of the Reno office, 
We hope it affords you a satisfactory explanation of the reasons why we have 
stre guaranteed or insured loan activity in the several exchanges of views 
that have occurred about the loan guarantee consolidation. I also hope it assures 
you that direct loans have not been overlooked in our planning. ‘ : 

As you point out, the estimates shown in the House subcommittee hearings on 


. the independent offices enpronstetinn bill for 1960 do project an increase in loan 


guarantee employment. On page $18, employment is shown at 2,600 for fiscal 
year 1959, and on page 820, it is estimated at 2,616 for fiscal year 1960. This is 
an inerease of 16, or six-tenths of 1 percent. However, if we go behind these total 
figures and examine some details, a different picture emerges. 

In loan guarantee activities, including direct loans, each piece of work can be 
classified under one of two headings, i.e., new business or old business, New 
business consists of processing appraisals and making or guaranteeing and insur- 
ing new loans; these operations can also be characterized as originations and for 
fiscal year 1960 our projected employment for such operations is 65 below the level 
of employment in the same operations for fiscal year 1959. Old business consists 
of servicing loans already on the books, liquidating the security for defaulted 
loans, and disposing of properties acquired as the consequence of defaults. For 
these operations we project fiscal year 1960 employment at 81 more than employ- 
ment in the same operations for fiscal year 1959. 
_ L.reeall that in his letter to you on April 10, Mr. Morse complimented the 
record made by veterans in the area served by the Reno office in respect to the 
negligible incidence of defaults and the absence of acquired properties. Un- 
fortunately, this extraordinary record has not been matched in other locations. 
Unemployment or economic setbacks have been more severe in some areas than 
in others and where this has occurred, veterans and nonveterans alike have been 
affected. This situation, along with the year-to-year increase in exposure by 
reason of new loans put on the books, fully justifies the increase in employment 
for servicing loans, liquidating the security for loans and managing and disposing 
of aequired properties. 

In addition to having invited attention to-the decrease in employment for 
handling new business, I should also like to mention that the new business work- 
loads in the loan guarantee program have been highly volatile, in that they have 
fluetuated greatly in past periods, due to influences and pressures exerted by 
forces beyond our control, such as interest rates, availability of private capital 
for mortgage loans, and the like. At times these forces have produced results 
not foreseen in our budget estimates, which, of course, reflect our best thinking 
in the light of prevailing conditions at the times when they are prepared, Ana 
when there are subsequent developments indicating that projected workloads 
will not develop, or when measures are undertaken internally to effect economies, 
such as the current organizational planning, we act promptly to adjust on duty 
or projected employment to reduced levels commensurate with our revised work~ 
load projections. 

We have had some letters from your constituents who have indicated that, 
Lincoln and Clark Counties have suffered because the administration of the loan 
guarantee and direct loan programs in those counties has been the responsibility 
of the Los Angeles office. We do not know how your constituents could have 
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por nes such an impression. The facts in the matter certainly point to a different 
conclusion. 

In Clark County there have been nearly 5,200 guaranteed or insured loans made 
to veterans by private lending institutions, giving that county an estimated par- 
ticipation rate by veterans in the program that is approximately 60 percent. 
This is an extraordinarily high rate of participation for any county or geographical 
area. Supplementing these guaranteed or insured loans, the Veterans’ Adminis- 
tration has made 10 direct loans in the county. The number of guaranteed or 
insured loans made in Clark County far exceeds the number in all of the area 
serviced by the Reno office. 

In Lincoln County there is an estimated population of 730 veterans eligible for 
loan benefits. There have been 37 guaranteed or insured loans made in that 
county and we have made no direct loans there so far. These statistics would 
certainly seem to indicate that in Lincoln County there has not been much demand, 
even considering the small veteran population. 

In the formulation of workload projections, assuming the approval of authority 
for an increase in the interest rate, we have drawn on experience patterns over the 
15-year span of the loan guarantee program and we have also paid attention to 
the forecasts of industrial, banking, economic research and other Government 
organizations. We believe our projections will favorably compare with most, if 
not all, others dealing with the same subject. We are called upon to make such 
projections while legislation is in the formulative stage, in order that prompt 
action may be taken when the legislation is approved to provide the resources 
with which to handle the work. 

I think we should invite your attention, moreover, to this appraisal of the out- 
look in the Reno region, especially in reference to your comments about the 
possibility of further legislation. As of the end of December 1958, the veteran 
population for loan guarantee and direct loan benefits in the Reno region was 
estimated at 26,360. The cumulative total of loans guaranteed, insured or made 
in the region through the same date was 3,919. Therefore, about 15 percent of 
the veterans had participated. This rate of participation was well below the 
national average of 28 percent. By the close of fiscal year 1960, we estimate that 
py national average participation will have gone up to somewhat better than 

ercent. 

he most optimistic assumption would seem to be that the Reno rate could go 
up to 19 percent by the end of fiscal year 1960, or somewhat more than double the 
| Pac ge in the national rate. At 19 percent, the cumulative volume at the end of 

scal year 1960 would be about 5,000 loans, meaning that in the intervening 
ae the intake of new loans would have to be about 84 per month. This would 

a phenomenal record of growth in relation to experience. We have serious 
reservations that it could be attained, because, to begin with, there will not be 
enough money available to permit a corresponding increase in direct loans and, 
furthermore, such a record would crowd into a 13-month span, a volume of loans 
about one-third as many as the lending fraternity has seen fit to make in the Reno 
region in the past 15 years. 

f the pattern of experience is upset and the origination of new business exceeds 
expectations, the capacity of the Veterans’ Administration to handle the load will 
be improved through the Los Angeles office. Where we have a highly active GI 
loan market, it is necessary to utilize a complete staff consisting of technicians in 
subdivision engineering, land planning, construction analysis, reproduction costs 
and other scarce skills. These skills are available in the Los Angeles area and the 
Reno office has never been so equipped. In these circumstances, we believe the 
quality of service to veterans, builders and lenders will be at the highest possible 
jevel and could not be matched, except in another large metropolitan office with 
a highly active market. 

e are willing at all times to adjust our plans where there is an indicated need 
to do so. But, frankly, we must have tangible evidence of need before under- 
taking any change in the loan guarantee consolidation. In the absence of such 
evidence, there is no alternative to proceeding with the loan guarantee consolida- 
tion which will produce estimated economies of more than $32,000 annually. 
Meanwhile, since we are committed to provide high quality service to Nevada 
veterans, builders, and lenders, irrespective of the consolidation, there should be 
no effect whatsoever on the plans of builders or lenders to construct homes or to 
originate loans. 

n concluding, I would like to emphasize that while the overall administration 
and supervision of vocational rehabilitation and education activities will be the 
responsibility of our San Francisco regional office, the staff necessary to provide 
such direct services as counseling foe 5 the supervision of disabled veterans pur- 
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suing vocational rehabilitation training will, of course, remain at the Reno office. 
We have not lost sight of the need to serve adequately the veterans and bene- 
ficiaries residing in the State of Nevada, There will be no deterioration in the 
quality of services provided these veterans and their beneficiaries. 
Sincerely yours, 
Sumner G. Warrier, Administrator. 

Mr. Bartne. I would like to have cause shown why, with Congress 
in its respective committees in the House and in the other body con- 
sidering legislation, this move to consolidate should go ahead, and why 
it is necessary, when they have not shown us that they are going to 
save money at all. In fact, they have asked for an increase in the 
present budget for this very purpose. 

Mr. Boykin. Maybe you gentlemen can answer that. 

Mr. Datry. Mr. Brownstein—Director of the Loan Guaranty 
Service, Mr. Chairman. 

Mr. Boykin. Glad to have you, Mr. Brownstein. 

Mr. Brownstein. Thank you, Mr. Chairman. 

I think you will find the Veterans’ Administration’s position pretty 
well spelled out in the Administrator’s letter of May 15, which Mr. 
Baring has put into the record. Perhaps I can summarize it a little 
bit, addressing myself to some of the observations that Mr. Baring 
has made. 

In the first place, with respect to Clark and Lincoln Counties, there 
have been 5,259 loans guaranteed in those two counties, which is 55 

ercent more than the total number of loans closed by the Reno center. 
be where most of the guarantee activity has been, in the State of 
evada. 

To transfer those two counties to Reno would be adding a substan- 
tially larger volume of workload than they have had throughout their 
area. 

The problem principally is this: We just have not been getting any 
activity in the Reno office, to speak of, in the guarantee program. 
We have not had an appraisal request relating to a guaranteed loan 
in the Reno center since October 1958. October through April, we 
did not get a single request for appraisal relating to a guaranteed loan. 

We have processed during that period, or since September, a total 
of 157 guaranteed loans. That is the total from September through 
April. Those guaranteed loans, were based on appraisal activity 
preceding October. 

During that same period, we did close 38 direct loans. The direct 
loan program is entirely supplemental to the guarantee loan program. 
It was created by Congress as a supplemental program for the little 
towns and rural areas where guaranteed loan financing was unavail- 
able. Under no conditions could we justify the creation or retention 
of a loan guarantee division to support the direct loan program. The 
major eg dog is the guarantee program, and unless this is working, 
we could not support the retention of a complete staff to process the 
direct loans. 

In the first place, funds are extremely limited for this program, and 
the demand far exceeds the supply. This is true in the Weveds area, 
as well as in Alabama and in all other parts of the country where we 
do make direct loans. 

On the basis of the volume of activity, Mr. Chairman, we just do not 
believe that, even though this pending legislation should become law, 


it will generate sufficient activity to warrant the retention of a loan 
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guarantee division in Reno. We think that we will be able to give 
good service out of our Los Angeles office and take care of the legiti- 
mate demand of the veterans in the Reno area. We are going to retain 
sufficient personnel in the Reno office to take care of the immediate 
demands of the veterans there. There will be sufficient people so that 
anyone having any questions will be able to get the answers in Reno; 
also, to da aor processing is necessary there. 

Foremost in all of our consolidation activity is the basic premise that 
there will not be any impairment in the service to veterans. This is a 
must. 

Mr. Barina. Mr. Chairman, I would like to ask the witness: 

In spite of the fact that there is a 500-mile difference there, you 
say there is not going to be any inconvenience to the Reno office if 
it comes out of Los Angeles? 

Mr. Brownsrern. I said, Mr. Chairman, that we would not 
impair the service to veterans. Now, principally the loan guarantee 
activity is a mail-order business, anyway. The veteran very seldom 
if ever, goes into the regional office. 

Mr. Barine. You mentioned that there had been no requests. 
For a time there, there was nothing to do relative to the interest rate, 
but we have increased that, too. I know that everything was held 
up, there, In fact, a year ago this very committee held on to the low 
interest rate, thinking that if we held onto it long enough the money 
lenders would come down. But it did not work that way, so we bad 
to go up. Do you not think, Mr, Brownstein, that with the new 
rate, equivalent to Federal housing, you will get an increase in business 
under that rate? 

Mr. Brownstein. Unquestionably, Mr. Baring, there will be an 
increase in activity. However, we have taken that into account. 
And we believe that even the increased activity can better be handled 
through our Los Angeles office with the retention of a sufficient number 
of people in Reno to take care of the pressing problems. But the 
actual work processing is to be handled in Los Angeles. 

Mr. Barinc. But the workload in Los Angeles has to be increased 
in order to take care of the Nevada business. What are you gaining, 
by taking it off one and putting it on the other? 

Mr. Brownstein. We gain this: When you get into an operation 
that is as small as the one that we have in Reno, there are minimum 
staffing requirements, and you have an inordinate amount necessary 
to be allocated to your supervision. It is in this area, in your super- 
visory positions and in your positions where it takes a half person to do a 
job, and necessarily you have to put a whole one on that. job—it is in 
those areas where you effe:i this type of savings. It is because 
of the minimum staffing requirements that come into any operation 
where you have a very small volume of activity. 

Mr. Barina. Why is it, then, that you have asked for an increase 
in the budget, when you are supposed to be consolidating with the 
idea in mind of cutting down? 

Mr. Brownstein. Well, our budget estimate was based on our con- 
templated workload overall. It was not based on where this workload 
was to be handled. 

Our estimate, Mr. Baring, is that by effecting the Reno consolida- 
tion, we will save a little better than $32,000. 

Mr. Barina. On the Reno office? 


M. 
M 
M 
M 
M 
ther 
= the 
M 
wou 
we 
ther 
N 
desi 
som 
the; 
Bib 
det 
the 
alre 
nee 
the 
wh 
unl 
bu 
al 
net 
lay 
dic 
eff 
it 
th 


MAINTENANCE BY VA OF ONE REGIONAL OFFICE IN EACH STATE 6§19 


Mr. Brownstein. Yes, sir. 

Mr. Bartne. But that is added on to the Los Angeles office. 

Mr. Brownstein. No. This is a net saving, sir. 

Mr. Barine. Did you not tell us once before that you are taking— 
there are eight employees there now; is that correct? 

Mr. BrownstTern. That is correct. 

Mr. Barine. And you are taking four off and transferring them to 
the Los Angeles office. 

Mr. Brownstern. They are going into jobs in Los Angeles that 
would have to be filled, anyway. There will be, unquestionably, when 
we effect these consolidations, some additions to existing staffs. But 
there also is an assured saving in the net. 

Mr. Barina. You have been saying, “we.” Of course, you are the 
designated representative of the Bureau. I know in particular, with 
some of the departments, such as the Department of Justice and others, 
they do recognize the actions of Congress. And naturally, Senator 
Bible and Senator Cannon—lI did put in a call for them, but they were 
detained over on the Senate side, so I think that I am speaking for 
them now—took this move to put in legislation in order that~we ould 
delay this action so that the effect of the legislation that-we have 
already passed would come into being, and you could see that we do 
need that guaranteed-loan office in Reno. We had in mind, of course, 
the housing bill that is now passed. 

Is it true that the veterans’ office goes ahead without considering 
what is before Congress? If this bill is passed, you would have to 
unload and do it all backward again. In other words, I think that 
bureaucracy in itself sometimes is centralized and then decentralized 
and centralized on the Washington level, whereas it would be un- 
naaegesy if they would follow the will of the people who make the 
aws. 

Mr. Brownstein. Mr. Baring, in effecting this consolidation, we 
did take into account the pending legislation and what the ible 
effects would be if it should become law. And we still concluded that 
it would be advisable to effect these consolidations. 

Mr. Barina. Have you had any similar situations such as ours in 
Nevada from other States? Are there other Congressmen or Senators 
that are fighting this move? 

Mr. Brownsren. I believe that there was a similar bill introduced 
by Congressman McDowell, of Delaware, in connection with the 
pees consolidation of Wilmington with Philadelphia, and Mr. 

cDowell has written to the Veterans’ Administration and discussed 
with us the consolidation. The Senators from Delaware also have 
written to the Veterans’ Administration concerning the matter. We 
have had inquiries, congressional inquiries, from Rhode Island. Those 
are the three areas where we are consolidating loan guarantee. Now, 
there have been a number of other consolidations. Bear in mind that 
this loan guarantee consolidation is only a part of the overall plan of 
the consolidation of workloads within the Veterans’ Administration. 
There have been a considerably greater number of vocational reha- 
bilitation and educational consolidations—nine of them. And I 
believe two chief attorneys. 

Mr. Barina. Can you tell us where those consolidations are? 

Mr. Brownstein. Yes, sir. 
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Vocational rehabilitation and education—Syracuse to Buffalo, 
Wilmington to Philadelphia, Fargo to St. Paul, Sioux Falls to St. Paul, 
Shreveport to New Orleans, Cheyenne to Denver, Reno to San Fran- 
cisco, Portland to Seattle, Lubbock to Dallas. 

And in the case of the chief attorneys, Albany to New York and 
Waco to Dallas. 

Mr. Barinc. Has this consolidation already taken place, or is this 
just contemplated? 

Mr. Brownstein. These are all in the process of being effected. 

Now, I think I can give you the ones that have been completed 
already and the ones that are at various stages. 

In vocational rehabilitation and education, the following have been 
completed: Wilmington to Philadelphia, on May the Ist; Sioux 
Falls to St. Paul, June the Ist; Fargo to St. Paul, June 1; Syracuse to 
Buffalo, completed May 20; Cheyenne to Denver, June the 1st. The 
chief attorney, the Albany to New York consolidation, was completed 
June the ist. And the Wilmington to Philadelphia loan guaranty 
consolidation was effected May the 1st and Providence to Boston, 
June the ist. 

Now, the reason for the delay in Reno is because our Los Angeles 
office is moving. Thatis, the loan guaranty division of our Los Angeles 
office is moving into a new building, together with the balance of the 
office, and we thought it inadvisable to move all of the records on an 
interim basis and then have to move them again. 

Mr. Bartne. You probably will have to move them again, then, if 
this legislation goes hina: which I want the record to show I am 
very much opposed to. I fail to see where your normal attrition is 
going to be justified. You are going to have to absorb what you lose 
in Reno. aos are going to have to put on extra help to absorb that 
workload in the Los Angeles office. 

Mr. Brownstetn. We believe, Mr. Baring, that because of this 
minimum staffing problem that comes up in a small operation, we will 
not have to put on as many in Los Angeles as we can effect savings in 
Reno. And I use Reno only as an illustration. This same thing is 
vere applicable in the other offices where consolidations are being 
effected. 

Mr. Stack. Then you will not take four people from the Reno 
office and transfer four people to the Los Angeles office; is that correct? 

Mr. Brownstern. No, sir. We are not creating four new jobs in 
Los Angeles. 

Mr. Stack. What is the distance from Reno to Los Angeles? 

Mr. Brownstein. About 500 miles. 

Mr. Stack. Supposing that a veteran wants to get aloan. Will he 
have to make a trip from Reno to Los Angeles? 

Mr. BrownsTEIn. No, sir. 

Mr. Stack. How many trips will you have to make from Los 
Angeles to Reno? 

Mr. BrownstTeEIn. None. 

Mr. Suack. It can all be handled by mail; is that right? ; 

Mr. BrownsTE1n. Yes, sir. The veteran hardly ever comes into 
the VA office in connection with his loan guaranty. 

Mr. Borxtn. You do not have to send it to Los Angeles at all now. 
You are handling it at Reno. How much of an increase in your 
budget have you asked for? 
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Mr. BrownstTEtn. For this, none, Mr, Chairman. 

Mr. Boykin. No, not for this; for everything. 

Mr. Brownstern. Our budget estimate was predicated entirely 
on our estimate of workload, unrelated to this matter of consolidation, 
Mr. Chairman. 

Mr, Boyxrn. How much increase over this present time are you 
asking for? How many dollars? 

Mr. Brownstern. I am not sure that we have our full budget 
information with us, My recollection is, Mr. Chairman, that our 
estimate on fiscal 1960 was about the same as 1959. 

Mr. Barina. Why would that not reflect? Instead of that, you 
have asked for an increase in personnel in the guaranty loan program. 
That is under this appropriation bill for independent offices for 1960. 

Mr. Brownstern. If 1 may, Mr. Chairman, I would like to quote 
from the letter that the Administrator wrote to Mr. Baring and 
Senator Bible and Senator Cannon: 

The estimates shown in the House subcommittee hearings in the independent 
offices appropriation bill for 1960 do project an increase in loan guaranty employ- 
ment. On page 818, employment is shown at 2,600 for fiscal 1959, and on page 
820 it is estimated as 2,616 for fiscal year 1960. This is an increase of 16, or 
six-tenths of 1 percent. However, if we go behind these total figures and examine 
some details, a different picture emerges. In loan guaranty activities, including 
direct loans, each piece of work can be classified under one of two headings; that 
is, new business or old business. New business consists of processing appraisals 
and making or guaranteeing or insuring new loans. These options can also be 
characterized as originations, and for fiscal year 1960 our projected employment 
for such operations is 65 below the level of employment in the same operations 
for fiscal year 1959. Old business consists of servicing loans already on the books 
liquidating the security for defaulted loans, and disposing of properties acquired 
as the consequence of defaults. For these operations we project fiscal year 1960 
employment at 81 more than employment in the same operations for fiscal 1959. 


Now, tbat is the reason for this increase of 16. It is to take care of 
the business that is generated, or the increasing amount of business 
that is generated, from year to year. 

Mr. Barina. Where? In the guarantee loan offices, or here in 
Washington? 

Mr. BrownsteIn. This is all in our field stations. 

Mr. Barina. I fail to see this thing, Mr. Brownstein. Undoubt- 
edly the Senate and the House will get together on S. 57 at a very 
peed date. There is not too much difference between the two bills. 
And certainly the increase in business that is going to evolve is going 
to have a marked effect in a town like Reno, especially where values 
are high, where real estate values are high; Boe as soon as this new 
interest rate goes into effect and money is available, is made available 
by congressional action, I think you will see quite an increase in the 
business through that Reno office. It has got to be. I mean, the 
town is growing fast. Yet our real estate is different than in Los 
Angeles. It is of much higher valuation. And as stated, the interest 
rate will be such that everybody can make alittle money. I know that 
you are going to have an increase on these loans. 

Mr. Brownstein. I think unquestionably there will be an increase, 
Mr. Baring. And let me say this: If there is a substantial increase 
the staff that we have now in Reno is certainly not going to be equippe 
to handle it. There will be in my judgment more of a bottleneck 
develop there than what we could cope with if it were under the juris- 
diction of the Los Angeles office. 
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Mr. Baring. Then why do you not let it alone until we see what 
the outcome of all this legislation is going to be? 

Mr. Brownstein. Because we do not believe that it will generate 
sufficient activity to warrant the retention of a complete division in 
Reno. We think that we can effect better economies with equal 
efficiency through the retention of a sufficient number of technicians 
~ a a but having the basic responsibility for the operation in Los 
‘Angeles. 

would like to refer, if I may, sir, to the question of values. Now, 
we can take care of this difference that you mentioned between values 
in the Los Angeles area and in the Reno area, because we use the fee 
appraiser system. And we will continue using the same panel of 
fee appraisers in the Reno area, that we have been using up to this 
time. We are not going to send California appraisers into Nevada to 
make appraisals. ‘They will be the same fee appraisers that we have 
been using during the life of the program. 

Mr. BarRine. flow long do you think it will be before S. 57 has its 
effect on the market? 

Mr. Brownstern. If you can tell me when S. 57 will become law, 
maybe I could give you a better estimate on that. . 

Mr. Barina. Well, I have no doubt that we will have that out 
probably by the 1st of July—the start of the fiscal year. I have no 
way of telling, either, but some of you men are getting kind of anxious 
already, and I think there will be a drive put on in the next 3 or 4 
weeks, here, to speed things up. 

Mr. Brownstein. If the administrator is authorized to fix a 
competitive interest rate in the GI loan program, in-my judgment the 
effects, so far as appraisal request activity is ae ob, will be felt 
almost immediately. 

There is a time lag between the request for appraisal and the date 
of loan closing. And this is a matter of several months. So the 
actual loan closings may be delayed. 
~ Werun into another problem here. World War IT veterans entitle- 
ment expires in July of 1960. And because of this time lag that we 
do have between the drawing board stage and the final construction 
Stage, I think there is going to be a problem of whether the time is 
such that the World War II market still can be met. Of course, 
there will be considerable activity on the part of Korean veterans. 
-_ Mr. Boyrxrn. I do believe we are going to have a housing bill, 
though. I had lunch yesterday with Coiigteastian Rains and Senator 
Sparkman, and I think they are going to work out something that 
will be satisfactory to the President. I believe we will get a bill 
signed and we will get a good housing bill. We might not get all we 
want, but I really and truly think we are going to get a bill this time. 

And I hope you can work out something here. 

Have you any suggestions on how you could do something on this, 
other than you are talking about now, to help Mr. Baring? 

Mr. BrownsTe1n. I guess the only thing I can say, Mr. Chairman, 
is that we will assure Mr. Baring that we are going to see to it that 
Nevada veterans do not suffer by reason of this consolidation; we are 
going to do our utmost to assure that good service is going to be 
rendered to them, and that we will continue to look at the number of 
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ople that we have on our staff in the Reno office to make sure that . 
there are adequate people there to handle the pressing preblems that 
may come up. 

Mr. Barina. Did you get in touch with Senator Bible? Is he on 
his way over? 

Mr. Patrerson. No, sir, he could not get here. 

Mr. Barina. Again I want to emphasize, Mr. Chairman, that I am 
not in agreement with the members of the VA. Put this on the record. 
I want to see savings accomplished in this country as much as anyone 
else, if we could effect them so that the veteran would not be Prt, 
I would be for it then, certainly. In this case, I cannot see but what 

ou are taking six out of one pocket and putting it in another, and 
| cnisiuot see where you are going to effect any savings at all. 

I would like to make the request to the committee that they ask 
the Veterans’ Administration as a committee to hold off their action 
until such time as we can see what increase in workload that is going 
to be out there. 

Mr. Boyxrn. I think we will have a bill that the President will be 
o to accept. I really and truly do. I do not think we will have a 

it of trouble there. I thought so at one time, but I think some things 
have been done now so that that will be brought about. 

Doesn’t FHA run out in a day or two? 

Mr. Brownstern. I understand they are close to their authoriza- 
tion. 

Mr. Boykin. What about that? Have Congressman Baring and 
the Senators talked to you? 

Mr. Barina. We have had several) sessions, but it was unofficial, 
Mr. Chairman. That is why I asked you for this hearing this morning. 

Mr. Boyxrn. I was so glad to do it, and I am sure you are, too. 

By the way, at 11 ulock I have a meeting. r. McCormack is 

ing to appear at my Merchant Marine and Fisheries Committee. 

am going to ask you to preside. Mr. Stevens, of the American Legion, 
wants to make a statement. 

Mr. Barrne. I just want to put it in the record officially that I 
would like to have time given us to work this thing out. 

Mr. Boykin. What do you say to that, Mr. Brownstein? 

Mr. BrownstEINn. This request has already been made of our 
Administrator, and he has said he believes it is vital that we go 
forward with our consolidations. 

As I have indicated to you, sir, we have already effected a number 
of these consolidations. 

Mr. Barina. Pardon me. I am making it official, though. I am 
asking the committee to ask the Veterans’ Administration, whereas 
before you thought it was just the three of us. And I am sure I am 
speaking for the Senators when I say that. 

(Discussion off the record.) 

Mr. Barinc. I want to thank the gentlemen from the VA for 
coming up. 

- Mr. Boyxtn. Thank you very much. You have made a fine 
statement. 

Mr. Parrerson. Mr. Stevens? 
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_ STATEMENT OF CHARLES W. STEVENS, ASSISTANT DIRECTOR, 


NATIONAL REHABILITATION COMMISSION, THE AMERICAN 
LEGION 


Mr. Srevens. Mr. Chairman and members of the committee, 
my name is Charles W. Stevens. I am appearing on behalf of the 
American Legion national organization. 

We have considered carefully H.R. 7043 and H.R. 7383, the bills 
before this committee this morning. 

We want to make our position clear. We are in support of the 


ional office in each State. We feel 


retention of a minimum of one regi 
that in the more than 35 years that the regional office has been op- 


erated, the very finest possible type of service is rendered to those 
veterans’ dependents and beneficiaries within their own States. We 
are obliged to concede that where there are necessary consolidations 
to effect economies, they will need to be made. We are, however, 
strongly opposed to the elimination of any service or any divisiona) 
operation which would impoir service to veterans. 

That is all had to say. 

Mr. Boyxis. Any guestions? 

Mr. Barina. T just wanted to get it into the record, then, that you 
are in favor of either my bill, H.R. 7043, or the one by Congressman 
McDowell, H.R. 73837? 

Mr. Srevens. We are, sir, in that there would be retained one 
regional office in each State. However, we do feel that the Adminis- 
trator’s authority should not be circumscribed where he can render 
the same good service by effecting necessary consolidations in the 
interest of economy. 

Mr. Barina. Thank you. 

Mr. Boyxin. Thank you, sir. 

Now, we will hear from Mr. Stover. 


STATEMENTS OF FRANCIS W. STOVER, ASSISTANT DIRECTOR OF 
THE NATIONAL LEGISLATIVE SERVICE OF THE VETERANS OF 
FOREIGN WARS; AND NORMAN JONES, ASSISTANT DIRECTOR, 
REHABILITATION SERVICE 


Mr. Stover. Mr. Chairman, my name is Francis W. Stover, assist- 
ant director of the national legislative service of the Veterans of For- 
eign Wars, and with me this morning is Mr. Norman Jones, assistant 
director of the rehabilitation service. 

I just wanted to spread on the record that the Veterans of Foreign 
Wars is deeply concerned with the matter of consolidating the various 
services administered by the Veterans’ Administration. In particular, 
we have had under close scrutiny the Delaware and Reno, Nev., offices. 
More specifically, our commander in chief has expressed a deep interest 
in the Reno office, and has exchanged some correspondence with, I 
believe, Congressman Baring, and I know he has with Senator Cannon. 

Now, as far as national mandates go, we do favor at least one regional 
office in every State in the United States.. Beyond that point, we do 
not have any national mandates. However, we are still working on 
this, particularly the Reno office, and dealing with our people out there, 
but we have not reached any definite conclusion. 
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Mr. Jones, here, is in charge of our rehabilitation service. ..He works 
closely with the people in Nevada and has mueh correspondence and ; « 
information on that—more than I do. At this time I would like to 
have him make.a few remarks. 

Mr. Barina. I would like to hear this, too, because I have confined 
my remarks principally to the guarantee loan, and I do know that this 
rehabilitation service is very, very important to us. I would appreci- 
ate hearing these remarks. 

Mr. Jonns. Mr. Chairman; every year for several years we have 
had a resolution strongly favoring the retention of at least one regional 
office in each State of the country. We believe the Congress expressed 
similar sentiments in Public Law 346, 78th Congress, by specifyi 
that the VA shall maintain offices in close proximity to veterans. ‘Ot 
course, it could be debated how close that means. However, we are 
confident that at the present time the VA is committed to a policy of 
retaining at least one regional office in each State, as far as we know, 
for the reasonable future, 

I could not say whether that will hold true 10 or 15 years from now. 
For that reason, legislation directing them to retain one regional 
office in each State might not be necessary. However, we think it 
would be good legislation, insofar as being a safety-type of legislative 
provision. 

As to the maintenance of the several divisions specified in this bill, 
and particularly as they relate to these work consolidation areas now 
planned by the VA, we of the national rehabilitation service of course 
would oppose anything that we ourselves believe would be an impair- 
ment of service to veterans. 

Now, as Mr. Stover has indicated with respect to these areas, and 
particularly Wilmington and Reno, we.at the national level have not 
made a detailed study sufficient to specify specifically one way or the 
other whether we believe firmly that services will be impaired or will - 
be maintained at an efficient level. 

However, our officials in that area have expressed certain objections 
to the Veterans’ Administration, and those objections have been ac- 
companied by some information designed to support those objections. 
If the Veterans’ Administration has not yet fully considered all of 
that information in their previous determinations to effect. these con- 
solidations, we, of course, would expect them to delay somewhat at 
least for a reasonable period of time in order to fully consider all of 
that information which has been presented to them. 

In looking over the latter part of this bill, where it specifies the 
divisions that the VA will be required to maintain in each regional 
office if this bill is passed as it is, I note that contact service 1s not 
mentioned. And while perhaps it can be debated whether a bill 
should direct the maintenance of various divisions, should this com- 
mittee decide to enact legislation of this kind, we would certainly 
suggest that contact service be included, because it is the contact 
service of the Veterans’ Administration which is in direct contact with 
veterans and their dependents. It is the service division of the 
Veterans’ Administration. 

I believe that concludes my comments, Mr. Chairman, 

Mr. Suack (presiding). . Baring, any questions? 

Mr. Bartna. No questions. 
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I want to commont that I appreciate the testimony of Mr. Jones. 
I-did not mean to slight that particular service. I know it is very 
important in our State. 

nd I would like to again state before the committee that with the 
request 1 have made of the Veterans’ Administration to take into 
consideration the objections that the veterans and the American 
Legion have put forth here today, too, and that they be given time to 
thoroughly evaluate our situation out there before the administration 
downtown makes any move; that the veterans should be considered 
and their objections met at the same time. And I think, as the 
witnesses have said, they are not quite ready yet. They are investi- 
gating, but they have not come to a conclusion. And I think that 
this is of sufficient importance that time should be given to seeing 
whether this change to San Francisco, with the rehabilitation, and the 
guarantee loan to Los Angeles, should be held up until such time as 
we can see just what is going to happen to us out there. 

Mr. Jones. Mr. Chairman, I probably should reemphasize that 
insofar as the resolutions of our contention is concerned, it is only with 
regard to the retention of a regional office per State. We have no 
actual official national position on whether there should be legislation 
directing the retention of specific divisions in regional offices insofar 
as resolutions are seme 

Mr. Barine. As far as the Reno office is concerned, have you ever 
had any complaints as to the way it has been managed? The Nevada 
State office? 

Mr. Jones. Not to my knowledge. 

Mr. Fiynn. It has been said that the Department had some 1,200 
offices over the country a few years ago, and they have some 1,500 at 
the present time. Has your organization taken a position insofar as 
the closing of the office as to a full. or part-time basis in areas separated 
by mileage a great distance from the central office of the State? Do 
you have any policy on that? 

Mr. Jones. We have no national policy which would request that 
the VA maintain a certain number of total offices. It is well recog- 
nized, I think, that most of the offices eliminated during past years 
have been individual contact offices in the smaller towns, maintained 
by perhaps one man and a secretary. There have not been many 
other types of offices closed, of course. ; 

Now, it can always be argued that those offices should have been 
maintained. But, of course, the workload in some of them did get 
down to a pretty low level. And I think you are probably aware, too, 
that most States have State service officer programs which place 

rofessionally trained men, similar to VA contact people, at various 
ocations throughout the States. That is true in I think over 40 States. 
To a certain extent, that has been, I think, part of the reason why 
some of the individual contact offices have been closed—that those 
people have absorbed considerable. of the workload that might have 
otherwise been performed by contact offices. 

Mr. Fuynn. Has your national organization established any norm 
or medium by which we would judge the discretion used in closing a 
branch office? 
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Mr. Jones. Insofar as the VA contacts are concerned, we are not in 
disagreement with the VA standard of something over 400 contacts 
per month, I believe. 

Mr. Fuiynn. I am thinking of this. A city in our district gets very, 
very excited, and the newspapers and the labor organizations and the 
Knife and Fork Club and others approach their civil groups and their 
Congress in great protest over a decision of the VA to close an office in 
a branch city. What norm can you give the Congressmen to decide 
whether the action of the VA is reasonable and fair, or whether they 
are being arbitrary in the closing of that office; whether we should put 
a protest into the VA, or whether we should go along and consent to 
the closing down without protest? 

Mr. Jonus. Insofar as the individual contact office is concerned, as 
I mentioned a while ago, we believe the V.A’s norm is reasonable insofar 
as the actual workload is concerned. If my memory is correct, that 
is about 430 contacts per month. But whatever the number is, we 
believe it is reasonably fair. However, there are cases where the work- 
load gets down below that, where proper arguments for retention of 
a VA contact office can be presented. For instance, in certain areas 
the travel distance is great, and no other service is available in the 
area. 

Mr. Fiynn. Could you furnish this committee VA’s thinking on 
when it is or is not reasonable to close a branch office? Taking into 
consideration the number of contacts per month, the distances involved 
and also the emergency cases where they must get into the hospital 
immediately, or hardship gets into the picture if they are far removed 
from the State headquarters? 

Mr. Jones. Yes. We can do that. However, I would like to ask 
whether you are thinking only of the contact offices or thinking of 
medical clinics and other types of what might be called branch offices. 

Mr. Fiynn. I am thinking of contact offices. 

Mr. Jones. We can certainly do that. 
eo Fiynn. Where they can give admissions to hospitals and the 

ike. 

Mr. Jones. Of course, the contact office, as you know, cannot 
actually provide the admission, but it can handle the procedures 
necessary. 

Mr. Frynn. I would like to’ get some norm we can judge it by, 
because I am sure other members of this committee have had the same 
experience as I have. I do not want to be unfair to the Veterans’ 
Jdeuartretios in demanding that they keep open an office that 
should not be kept open; but neither do I want to tell local organiza- 
tions they have no business protesting. I would like to have some 
norm I could judge it by to be fair in the decision that we eventually 
make. I think that your veterans’ organizations are in a better 
position to give that to us than we are ourselves. 

Mr. Jones. I can certainly do that; although that question is not 
exactly the same as the question of the work consolidation of the VA 
loan guarantee programs. 

Mr. Stack. We will hear a statement from Congressman Harris B. 
McDowell, Jr., who has introduced H.R. 7383, which is similar in 
purpose to Mr. Baring’s bill, H.R. 7043. 
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(The statement follows:) 


SraTeMent or Hon. Harris B. McDowE tu, Jr., REPRESENTATIVE OF THE STATE 
or DELAWARE IN SUPPORT OF H.R. 7043 anv H.R. 7383 


Mr. McDowe.u. Mr. Chairman, I Len in mnport of H.R. 7043 introduced 
by our colleague, Congressman Walter S. Baring of Nevada, and H.R. 7383 which 
I recently introduced. These bills provide that the Veterans’ Administration 
shal] maintain in each State at least one regional office which shall be authorized 
and equipped to receive, consider, and adjudicate claims for compensation, pen- 
sion, vocational rehabilitation, educational or training benefits, and loans, loan 
guarantees, or grants to which any individual may be entitled under any provision 
of law administered by the Veterans’ Administration. 
I introduced this bill in the hope that hearings would be held by this committee 
on the transfers of some of the services rendered by the Veterans’ Administration 
from the cities in which they have previously been offered and, in the case of 
Delaware, out of the State entirely to Philadelphia, Pa. and to Baltimore, Md. 
This means that Delaware veterans must travel an unreasonable distance to obtain 
the benefits provided them by Congress, a distance, I might add, which is covered 
by only one train a day from southern Delaware to Philadelphia, and very limited 
bus service to Philadelphia and Baltimore. 
This is not only a Delaware problem, it is the problem of many States through- 
out the country. Senator Howard W. Cannon and Senator Alan Bible recently 
protested the move of some of the Veterans’ Administration services to Los 
Angeles, Calif. from Reno, Nev. Senator Bible termed the Veterans’ Adminis- 
tration transfer ‘‘ill-timed, ill-conceived and false economy.” The move to Los 
Angeles, he said, would place ‘“‘obstacles in the way of the benefits that Congress 
has provided for all veterans.” He added that the transfer requires a journey by 
residents of western and northern Nevada of more than 500 miles. 
The Associated Press reported on May 19 that Senator Clifford Case of New 
Jersey pened the closing of the Veterans’ Administration pbarmaey in Camden 
N.J. quote from the press as reported in the Courier-Post, Camden, N.J., of 
May 19, 1959: 
“Tn his letter to (Veterans’ Administration Administrator) Whittier, Case 
said the Veterans’ Administration has issued no specific instructions to veterans 
who might be inconvenienced by the closing of the pharmacy. 

“He requested a list of drugstores in Camden where veterans can have Veterans’ 
Administration prescriptions filled without expense to them. The only other 
Veteran’s Administration pharmacy in New Jersey is at Newark.” 


and Newark, as we all know, is at the opposite end of New Jersey from Camden. 
It is small wonder that veterans’ and auxiliary organizations are protesting 
these moves. Such moves in the name of economy are misleading and false, and, 
in addition, all personal contact with the very people intended to be helped by 
the Veterans’ Administration laws is lost. 

This “new look” in the Veterans’ Administration completely negates the intent 
of the Congress, since veterans’ legislation was meant to apply equally to all of 
the veterans in whatever State they might live. Bankers cam go to Philadelphia, 
Baltimore, or Washington for Government help, and they do—all the time. But 
services to people, such as housing, veterans’ assistance, and so on, must of neces- 
sity remain close to the people being served. It seems to me that this is but 
additional proof that this administration is losing all contact with the people of 
this country. 

Furthermore, there is no evidence so far that the Veterans’ Administration is 
affecting any savings in its overall budget spending for the fiscal year 1959-60. 
In fact, the VA is requesting more money for general administrative expenses 
than it was given last year by the Congress. 

More specifically, I protested the transfer by the Veterans’ Administration, 
from Wilmington, Del., to Philadelphia, on May 1, 1959, of the loan guarantee 
and vocational rehabilitation and education programs. 

A meeting on this transfer was held in my office on April 30, 1959, at which the 
Delaware congressional delegation was present or sent representatives. Officials 
presenting the view of the Veterans’ Administration and Buford Jenkins, housing 
consultant of this committee, were also present. Our veterans organizations 
were represented too, by able spokesmen like Charles E. Jackson, Delaware 
department commander of the American Legion and Thomas E. Egan, American 
Legion service officer; Veterans of Foreign Wars Department Commander William 
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A. Mazzetta and Department Service Officer Herbert Willis, and Delaware 
Commander Anthony J. Cicione, of the Disabled American Veterans. 

In spite of the sincerity of those protesting and in spite of the strength of the 
protest, we did not succeed in stopping the transfer. et, I have a letter in my 
file from Gordon R. Elliott, manager of the Veterans’ Administration regional 
office in Philadelphia stating: 

“It is important to me that our veterans be completely (he underscored the 
word ‘completely’) satisfied in all their transactions with us.’’ 

The meeting in my office certainly made it clear that the veterans organizations 
and their leaders are far from satisfied with this situation and this lack of satisfac- 
tion has been voiced by these organizations’ ladies auxiliaries, Nettie W. G. 
Zievler, Jr., vice president, Ladies Auxiliary, Department of Delaware Veterans 
of Foreign Wars, wrote me recently, and her sentiments are typical of the feelings 
on this subject. She said: 

“I feel it will place an added burden upon our already burdened (as they grow 
older and disabilities are greater) veterans. It seems that Delaware vets, es- 
pecially those in the two lower counties have never received the full benefits to 
which they were entitled and this seems to be the last straw.” 

William A. Scott, commander of Diamond State Post No. 2863, Veterans of 
Foreign Wars summed up the matter this way: 

‘(Ag veterans we feel that this will be a great blow to those that are in need of 
these services in this area. The great loss in the time element will have a direct 
effeet on the operation in this office; also that personal contact that is so vital in 
this field has been completely overlooked * * *. 

‘““* * * the figures that the Veterans’ Administration is using as a basis for the 
transfer of this office are from a time when work was at its lowest level and * * * 
almost dormant due to the tightening of money by the Government * * *. If 
figures were to be used in this operation, then they should have been compiled 
from several periods thereby giving a clearer picture of the business at hand.” 

It seems to me that this committee can render a signal service by going into 
this matter thoroughly and setting the record straight. I am sure that a detailed 
study of this ‘‘new look” in the Veterans’ Administration will show that the 
organization was ill advised in making these transfers, and I respectfully suggest 
that the committee give favorable consideration in its judgment to report this 
legislation to the House for its further consideration and adoption. 


Mr. Suack. If there is no objection the booklet prepared by the 
Veterans’ Administration, Department of Veterans’ Benefits, entitled 
“Organizational Planning’”’ will be inserted in the record. 


VETERANS’ ADMINISTRATION, DEPARTMENT OF VETERANS’ BENEFITS 
ORGANIZATIONAL PLANNING 
Washington, D.C., April 1959 
MISSION OF THE VETERANS’ ADMINISTRATION 


The Veterans’ Administration is dedicated to administer veteran’s 
laws effectively, expeditiously and ‘with sympathetic understanding, 
and to exercise constructive leadership in the field of veterans’ affairs. 


PREFACE 


Immediately after World War II the field office organization of the Veterans’ 
Administration had to be expanded to serve the tremendous number of veterans 
returning to civilian life from the Armed Forces. As we get farther from the 
war periods and approach the expiration dates of laws granting certain benefits 
and services, VA must review and consider its plans concerning its functions 
and field organization. 

As the number of veterans requiring services declined, sizable downward 
personnel adjustments for direct labor have been made gradually from peak 
staffing periods to keep in line with declining workloads. However, proportionate 
adjustments have not been made in supervisory management and related clerical 
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personnel. Staffing for such overhead positions is controlled to a very large 
extent by the type of field organization and structure within field stations. 

Our planning has taken into consideration the intensification of VA’s efforts in 
recent years in the mechanization of repetitive paperwork operations. Significant 
progress has been made already. The conversion to electronic data processing 
systems in DVB is scheduled to begin about January 1960 for benefit payment 
accounting and fiscal activities. VA is also considering plans and standards to 
effect the consolidation of certain paperwork or office services activities and cer- 
tain benefit programs where the workload has declined and the decline is expected 
to continue. Where the application of paperwork mechanization makes it 
feasible and economical without sacrificing quality and service, planning con- 
templates performing such work in fewer locations. Because of the problems 
created by workload reduction, preliminary planning has been discussed in con- 
ferences with managers during the past 2 years. ’ 

Service to veterans is a prime consideration in all VA planning. For example, no 
workload consolidations for the compensation and pension program are planned 
for the foreseeable future because of the relatively high current and projected 
workload. Also, it is important to handle disability and death claims in locations 
accessible to veterans and their beneficiaries. It is further recognized that in any 
vocational rehabilitation and education workload consolidation, consideration 
must be given to insure that adequate and competent personnel are available to 
provide direct assistance, counseling, and guidance to disabled veterans. 

Good long-range planning requires that plans and standards should be estab- 
lished and made known in advance to all key officials and others concerned. 
By having available such plans and standards, VA management at all levels will 
be able to make adjustments in a more timely and reasonable manner, instead of 
being compelled to take action abruptly without adequate advance planning and 
preparation. Thus management will be in a better position to prevent hardship 
to VA employees and to effect smoth transition as changes are made. 

VA has no plans for any immediate closing of any of its regional offices. 


FIELD STATION ORGANIZATION 


To handle the tremendous number of veterans returning to civilian life from 
the Armed Forces following World War II, the field structure was expanded to 70 
offices in 1947 from a low of 51 offices in 1924. 

As of January 1959 the field organization totaled 67 stations as follows: 

Fifty regional offices: At least one in every State. 

Fourteen centers: Regional office, hospital. 

Two centers: Regional office, district office. 

One veterans’ benefits office: Washington, D.C. 

In addition there are 245 subsidiary VA offices, principally contact locations, 
inside and outside the continental United States. 


PAST AND PROJECTED WORKLOADS, 1947-62 


The workload of the Department of Veterans’ Benefits—except for the com- 

garage and pension and guardianship programs—has gradually declined. This 
actor plus adoption of more efficient procedures and increased proficiency of our 

employees, has resulted in a gradual reduction in the number of personnel required 
at field stations. 

The following charts graphically portray the past, current, and anticipated 
workloads in the benefit programs and the average personnel strength necessary 
to operate them. 

orkloads of the supporting office services follow the declining trend shown for 
the benefit programs. 
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EFFECTS OF WORKLOAD DECLINE ON FIELD ORGANIZATION 


Workload volumes have a decisive effect on the field organization. Reduction 
in operating costs have been and will continue to be made by adjusting field organ- 
ization and staffing to diminishing workload demands. 

Downward adjustments in direct labor personnel have been made through 
application of work rate standards and budget controls gradually as workloads 
declined. However, proper adjustments have not been made in supervisory 
management and related clerical personnel because these positions are controlled 
to a very large extent by the type of field structure and organization within field 
stations. 

Correction of the existing imbalance in overhead personnel can only be done 
through workload consolidations and changes in field organization. 

While the cost of direct benefits is fixed by legislation, the expenditures of 
moneys allotted for administering these benefits, or operating cost, is to a degree 
within VA control. This cost of operation which in fiscal year 1958 amounted 
to over $126 million is composed principally (approximately 80 to 85 percent) of 
funds used in payment of personal services (salaries), but includes such incidental 
expenses as travel, transportation, communication services, supplies, materials, 
and equipment. 

ORGANIZATION PLANNING: OFFICE SERVICES 


Many changes have been made in field station organization of the office service 
functions: Supply, finance, administrative, and personnel. Currently, several 
refinements and adjustments in organization are being made; more have been 
planned for the near future. 


Accomplishments 


Some examples of actions taken since fiscal year 1951: 
h ae regional office supply activities under the administration of VA 
Ospl 
reel office finance, administrative, and personnel activities were com- 
bined with those of adjacent hospitals. ‘ 
Tabulating machine activities at seven smaller regional offices were con- 
solidated at five larger stations. ; 


Underway and planned 

Consolidation of tabulating machine operations within the next year from an 
additional 14 small stations to 7 nearby large offices. 

Consolidation of Administrative and Finance Divisions within regional office- 
hospital centers at seven locations. , 

echanization of benefit payment accounting records—project is underway; 

conversion to puneb card system has been completed at 14 stations. Mechaniza- 
tion at all but 22 regional offices will be completed by October 1959. Excepted 
offices will be serviced by a mechanized larger office. This is a preparation and 
intermediate phase to conversion of the Department’s benefit accounting paper- 
work to electronic data-processing system. 


Electronic data-processing systems 


Utilizing the latest equipment available, all benefit payment accounting and 
related statistical activities for the disability and death compensation and pension 
program are planned to be consolidated*at one location upon the installation of 
rig oo data-processing systems. This is planned to be completed by December 

1 
ORGANIZATION PLANNING—BENEFIT PROGRAMS 


Extension of organization planning to the benefit program areas has been 
necessitated by the decline in workloads graphically illustrated on pages 4 through 
6. In the past, any consolidation of benefit functions has been linited to a few 
stations, however, current, and long-range forecasts of workload trends dictate the 
need for a more extensive integration of these activities. Our planning contem- 
plates a gradual consolidation of field station administration of benefit and facili- 
tating programs to begin during the current fiscal year. 

The following sections are devoted to a brief outline of our planning, together 
with a more detailed explanation of the need for organizational changes in the 
areas of loan guarantee, vocational rehabilitation and education, and Office of the 
Chief Attorney. 


> 
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ORGANIZATION PLANNING-—-LOAN GUARANTEE 


Of the 67 major field stations of the Department of Veterans’ Benefits, 64 
presently have an operating loan guarantee division. 

The functions of loan guarantee divisions are of a very technical nature and 
highly diversified. As they are now organized, the typical division has a separate 
section for each of the technical aspects, i.e., appraisal, loan processing, loan 
service and claims, and property management. these sections exist they 
require overhead supervisory personnel. 


Loan Guaranty 
Officer 
i 
i 
Appraisal Loan Processing | . Loan Service Property 
and Claims Management 


Workload consolidation planning 


The following factors were considered in establishing workload consolidation 
planning for this program: 
he declining workload trend for the loan guarantee program. 

Authority to accept applications to guarantee or insure loans for the 
World War II veterans expires July 25, 1960. 

Authority to guarantee or insure loans for Korean war veterans expires 
January 31, 1965. 

Subsequent to January 31, 1965, program activity will be dominated by 
loan servicing, liquidation and property management activities. 

Criteria for consolidation 
Consolidations will be made on the basis of the following criteria: 

Higher levels of new business are not in prospect for the station, or there 
are no geographical or other conditions which render consolidations inadvis- 
able due to adverse effect on service. 

Appraisals, guarantee or insurance of loans, and direct loan activity which 
constitute originations in the program, are less than 50 percent of all program 
workload processed during the fiscal year within a station. 

Where station workload volume declines below predetermined levels in 
relation to nationwide loan guarantee activities. 


ORGANIZATION PLANNING—VOCATIONAL REHABILITATION AND EDUCATION 


Each regional office and center has a separate operating division to administer 
the vocational rehabilitation and education program. 


Organization of the Typical 
Vocational Rehabilitation & Education Division 


Chief VR6E 
| 
Benefits and Counseling Education and 
Facilities Training 


The counseling and education and training activities require direct contact with 
the veteran; the activity of the Benefits and Facilities Section does not. Under this 
organization, these activities require overhead supervisory personnel. 

Workload consolidation planning 

Workload in the Vocational Rehabilitation and Education Divisions has 
declined sharply. The workforce has been reduced substantially. to coincide 
with this decline. As the workload continues a downward trend, the operation of 
a complete vocational rehabilitation and education activity in smaller offices 
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becomes more costly. This is due to the increased proportionate cost of overhead 
supervisory personnel. Therefore, it is difficult to justify maintenance of a full 
complement of all types of technicians and professional personnel because of the 
comparatively low workload in small offices. 


Planning considerations 


The major influences on planning for vocation rehabilitation and education are 
the expiration dates of the various public laws listed below: 


DEADLINE DATES 
Vocational rehabilitation: 
Public Law 16. Final termination date, July 25, 1960. 
Public Law 894._ General termination date, Tent 31, 1964; final termination 
date, Jan. 31, 1968. 
Readjustment: 


ublic Law 346_. Final termination date, Jan. 31, 1965. 
Public Law 550__ Final termination date, Jan. 31, 1965. 
War Orphaus: 
Public Law 634_. Termination date, indefinite. 


Criteria for consolidation 

Consolidations are to be considered when predetermined workload levels have 
been reached (2,000 or less man-hours required for work measured by previous] 
rao standards on the basis of average monthly workload of a 12-mon 


ORGANIZATION PLANNING—-OFFICE OF THE CHIEF ATTORNEY 


Currently, each Veterans’ Administration regional office has a complete legal 
operation under the direction of a chief attorney. In the following 7 States there 
are 21 offices of chief attorney: ; 


2 


Planned considerations 

There is a need for adequate legal representation in each State, in matters 
affecting wards on the rolls of the Veterans’ Administration and the legal functions 
performed by the chief attorney as the legal representative of the manager. The 
need is occasioned by the difference in the laws of the various States and their 
effect'on the Veterans’ Administration. Representation is warranted as long as 
the volume of activity remains at current and projected levels. 
Workload consolidation planning 

By. reduction of supervisory overhead and related clerical overhead through 
workload consolidations in States having more than one office of chief attorney, 
significant savings could be realized with the.continuation of onary service 
to veterans, beneficiaries, and wards. In the States: concerned, the supervisory 
and clerical overhead activities would be consolidated into one location. 
Consolidation criteria 

One Office of Chief Attorney Division per State. 
Planning considerations 

The location of the chief attorney in the State would be determined on the basis 
of the office having the largest chief attorney workload in the State. 


Workload consolidations, benefit programs 
Organization planning for the programs: Loan guarantee, vocational rehabilita- 
tion and education, and office of the chief attorney, is based on interoffice consoli- 
dation of the program activity of small stations with the workload of nearby larger 
field offices. Responsibility for program operations would be transferred to the 
receiving station manager. 
To successfully accomplish this merger of activities, detailed plans have been 
established to provide— 
1. Smooth integration of activities during the consolidation period. 
2. Precise definition of functional responsibilities applicable to the trans- 
ferring and receiving stations following the actual consolidation. 
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3. Schedule for supervision and liaison between the activities of the 
integrated Division. 
The organization of the field stations into which the programs will be con- 
solidated has been carefully planned to ) we sufficient staff and clerical per- 
sonnel to handle the increased workload. Organization planning contemplates 


transfer of the complete program activity to the designated receiving station, 
with the following exceptions: ; 


VOCATIONAL REHABILITATION AND EDUCATION 


The overall administration and supervision of vocational rehabilitation and 
education activities will be the responsibility of the regional office to which the 
vocational rehabilitation and education workload is transferred. The staff 
necessary to provide counseling of veterans and the supervision of veterans pursu- 
ing vocational rehabilitation training will remain at the transferring office. The 
paper-processing activities will be transferred to the receiving station. 


LOAN GUARANTEE 


The loan guarantee consolidation plan contemplates transfer of all responsi- 
bilities and functions from one regional office to another with no activity remain- 
ing at transferring station. 

owever, managers of the receiving stations will be authorized to duty station 
personnel throughout their areas to facilitate economical loan servicing, liquidation 
and property management. 


OFFICE OF THE CHIEF ATTORNEY 


The complete activity will physically move from the transferring to the receiv- 
ing station. Each State will then have one office of chief attorney which will be 
the focal point for legal operations of VA in the State. The chief attorney and 
his staff will provide legal assistance as required to all offices within the State. 
The majority of personal contacts necessary in the operation of the guardianship 

ogram are made by field examiners whose duties involve constant travel to 

omes, institutions, etc. This essential service will be continued in all areas. 
As required loan guarantee attorneys will remain at each regional office to render 
legal service to that program as long as program needs dictate. 
Advantages of workload consolidations 

The principal advantage of the planned consolidations will be the reduction of 
administrative costs. Savings realized will come principally from the reduction 
of overhead supervisory costs. Additional benefits from consolidations: 

Because of the increased volume of activity, the combined operations would 
be more susceptible to mechanization and systematic organization of work. 

Location of a benefit program operation in a field station has a direct bear- 
ing on the staffing requirements of the supporting services: Finance, adminis- 
trative, personnel. nomies could be reali in these operations. 


ORGANIZATION PLANNING—COMPENSATION AND PENSION 
Planning considerations 
Field organization for the compensation and pension program must take into 
consideration: 
1. The importance of handling disability and death claims in strategic loca- 
tions accessible to the veteran and the beneficiary. 
2. The stability of the workload. 


No workload consolidations are planned for the foreseeable future because of 
the relatively high current and projected workload. 


IMPACT OF CONSOLIDATIONS ON FIELD STATION PERSONNEL 


Workload consolidations would have a direct effect on some employees in DVB 
field stations. 

Where an activity currently being handled at one location is being consolidated 
with an activity at another location, the employees currently doing the work at 
the losing location would be given the opportunity to compete for jobs at the new 
location through reduction-in-force procedures. All transfers would be at Gov- 
ernment expense. Employees who do not transfer to the new location would be 
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given the opportunity to compete for positions at their old locations also through 
reduction-in-force procedures. 

Employees who cannot be absorbed within the agency at their current duty 
station or at the location where their activity is being transferred would be given 
consideration for transfer to vacancies at other stations which occur through 
normal attrition. A vigorous outplacement program would be conducted to 
assist affected employees who cannot be placed within the agency to find posi- 
tions in other agencies and in private industry. 


SERVICE TO VETERANS 


Each phase of organization planning has been carefully developed to maintain 
essential service to veterans. The changes in office services involve internal ad- 
ministration only. Changes in benefit programs are designed to reduce super- 
visory overhead. Provisions are made for continuing necessary service at all 
locations. 


Contact program 

In our planning, no changes are contemplated in the organization of the present 
contact program. In the Department of Veterans’ Benefits this is the organiza- 
tion which sees the veteran face to face and helps him with his claim or problem. 
Contact representatives, skilled in the complexities of all benefit programs, will 
be available to provide direct service to veterans and their beneficiaries in over 
300 locations throughout the country. In addition, these representatives have 
and will continue to visit communities surrounding their offices as the need for 
such service is justified. 


Mr. Stack. Is there anyone else who desires to testify for the 
record? If not, the hearing is adjourned. 
(Whereupon at, 11:30 a. m. the committee was adjourned.) 
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